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PHILADELPHIA CAPITAL BUDGET AND PROGRAM PROCEDURES 


Charles A. Howland!, A.M. ASCE 


This paper, descriptive of the problems, the procedures and results 
of public-improvement programming in Philadelphia, is offered with the 
hope that it will stimulate discussion from which we in Philadelphia and 
those concerned elsewhere with the planning, financing, and construc- 
tion of governmental facilities may benefit. The scheduling of public 
construction in advance over a period of years is a cumparatively new 
function of government and, while substantial progress had been made 
toward effective procedures, problems remain to be solved. 


Legal Requirements for Public-Improvement Programming in Philadel- 
phia. 


The present Philadelphia City Charter, which became effective in 
January 1952, sets up definite requirements for the programming of 
public improvements. Under the more general provisions of the old 
charter, programming was also authorized, and we are now preparing 
our eleventh program. 

The present City Charter requires that the City Council shall adopt a 
capital program of public improvements for the next six years not later 
than 30 days before the end of each fiscal year, that is, before January 
lst. Also, the City Council must adopt a capital budget for the ensuing 
fiscal year. When passed by the Council and approved by the Mayor, the 
capital budget ordinance appropriates the City funds that, with funds 
from other sources, will finance the improvements scheduled in the 
first year of the program. 

While the budget is limited to funds subject to appropriation of City 
Council, the capital program shows all funds from every source. For 
example, the total of the 1954 capital budget, as adopted, is, in round 
figures, $62,800,000, but the total of funds scheduled in the 1954-1959 
capital program for 1954 is $88,800,000. The difference is in the addi- 
tional funds which are to be spent by the State for highway construction, 
are to be provided by the Federal government for redevelopment proj- 
ects, and are to be obtained from assessments against benefited prop- 
erties for water mains, sewers, and street paving. 

A special provision has been included in the capital budgets of recent 
years for the purpose of minimizing the interruptions that seem inevita- 
ble in the construction of public-improvements. It is provided that funds 
appropriated for a year shall be available for the first six months of the 
following year. There is no overlapping of appropriations since each 
budget provides for separate phases of continuing construction or for 
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new projects not previously included. 

On July ist, the appropriations of the previous year’s budget lapse. 
Experience to date is that, even with the six-month extension of time, 
some work for which appropriations have been made will not be done 
for one reason or another. To forestall interruptions, it is necessary 
to enact, before July 1st, ordinances to amend both the capital budget 
and program of the preceding year and of the current year so that funds 
not used but still needed can be transferred to the current capital bud- 
get and program. 


Related to Comprehensive Planning 


The City Charter recognizes that it is essential to coordinate the 
scheduling of public improvements with comprehensive planning for de- 
velopment of the City. By assigning to the City Planning Commission 
the initial preparation of the capital budget and the capital program, 
opportunity is given the Commission to assure that public improvements 
will conform to and promote planned development. Not later than 120 
days before the end of the fiscal year, that is, by September 3rd, the 
Commission must forward to the Mayor for transmission to City Coun- 
cil the capital budget that it recommends for the next year and the capi- 
tal program that it recommends for the next six years. 


What Does the Capital Budget and Program Include? 


Those concerned with capital programming have been confronted with 
the problem of deciding what is a capital project and what is not. On 
that point, the Philadelphia City Charter offers some help. The capital 
program is to embrace all physical public improvements and any pre- 
liminary studies and surveys relative thereto. It is to include the acqui- 
sition of property of a permanent nature, and the purchase of equipment 
for any public improvement when first erected or acquired. 

Certain improvements are definitely excluded from the capital pro- 
gram by requiring that they be included in the operating budget. The 
charter stipulates that expenditures for the repair of any property, for 
the regrading, repairing or repaving of streets, and for the acquisition 
of any property or for any work or project which does not have a useful 
life of at least five years shall be deemed to be ordinary expenses to be 
provided for in the annual operating budget ordinance. 


Close Coordination With Financing 


Preparation of the capital budget and program is tied in with the 
financing of public improvements. A provision of the City Charter re- 
quires that the Director of Finance shall furnish the information that 
the City Planning Commission needs to prepare the capital budget and 
program. This has been interpreted to mean, not only financial infor- 
mation, but all other information as well. Obviously, the Planning Com- 
mission must tell the Director of Finance what information it needs and, 
as the finance office will want to obtain at the same time data required 
by it, the two agencies must work closely together on procedures. The 
arrangement makes for cooperation between the agency which plans 
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improvements and the agency which must arrange the financing to pay 
for them. This cooperation is strengthened by membership of the 
Director of Finance on the City Planning Commission. 


Determination of Financial Policy 


Coordination with financing operations has been advantageous in de- 
termining the limitations within which the capital program must be con- 
fined. There is, as in many cities, a limitation on borrowing fixed by 
the State Constitution. But this has come to have less significance than 
a limitation set by the City itself. This is a limitation on borrowing 
determined by the ratio that charges for interest on debt and the pay- 
ment of principal are to current operating revenue. The objective has 
been to hold borrowing to a point where debt charges will not exceed 
20 per cent of income. 

In addition, a substantial part of the cost of public improvements has 
been paid directly out of current revenues in recent years. The City 
Planning Commission consistently urged that as much as possible of 
capital costs be met in this way. For the 1954-1959 capital program, 
the proportion adopted was 5 per cent. The water and sewer services, 
the municipally-owned gas works, and parts of the rapid-transit system 
are exceptions. For them, financing is related to the charges for ser- 
vice. 

Probably, the methods used in Philadelphia to assemble the informa- 
tion needed for preparation of a capital program and budget do not differ, 
except in detail, from those in use elsewhere. A project report has been 
developed after numerous revisions over a period of 10 years. This 
form is furnished the departments that will have projects for the capi- 
tal program. Reports must be submitted for projects completed since 
the previous report, for work under way, and for new projects to be in- 
cluded in the program. A reproduction of the project report form is 
appended to this paper. 

It will be noted that, in addition to identification of the project as to 
department, title, purpose, and location, a full explanation of the need 
for the project is required. Each department is asked to assign to the 
project a priority number to show the relative importance recommended 
for it as among all of the projects of the department. 

Space is provided for figures to show estimated cost or, if the proj- 
ect has been completed, the actual total cost. If additional funds will 
be required, space is included to show the amount. This latter amount 
is broken down into plan cost, land acquisition, construction cost, equip- 
ment cost, and others. Each department is asked to report expenditures 
and funds encumbered by contracts for the project up to the current 
capital budgets and actual or anticipated from the current budgets. 

This becomes somewhat complicated because of the six-months carry- 
over, previously mentioned. Finally, each department shows the ex- 
penditures that it recommends for each year of the next six-year pro- 
gram. If the project will extend beyond the program, the required funds 
are given. 

Each department must list, on a summary form, the projects with 
their costs that it recommends for each year of the program. The 
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projects are listed by years in their order of recommended priority 

and, if continuing, may occur in more than one year. A detailed explana- 
tion of the use of the report forms is provided and, shortly after the 
forms are distributed, those in each department who are assigned the 
preparation of the reports are brought together in a conference where 
the procedures are explained and questions answered. 

Ten departments in Philadelphia are under a Managing Director who 
is also a member of the City Planning Commission. These departments 
submit their project reports first to him for review and forwarding to 
the Director of Finance. Other departments send their reports directly 
to the Director of Finance. Enough forms are provided so that each 
department will have one to use as a work sheet, the Managing Director 
will have one copy, the Director of Finance will have one copy, and the 
City Planning Commission will have two copies. 

The Philadelphia project report form may seem unduly complicated, 
and as many details may not be required for another city. However, 
the information that we request in Philadelphia is, we believe, needed 
for effective programming and financing of public-improvements. We 
have not always obtained all of the information that we request at first 
try from every department. However, the departments are coming to 
appreciate, more fully, the requirements of the City Charter. 


Firm Cost Estimates 


One difficulty has been to obtain firm estimates of cost. It is under- 
standable that costs cannot be estimated with accuracy four to six years 
in advance, particularly in view of the changing unit prices of recent 
years. But costs for the current or following year have sometimes 
been considerably below or above the funds that were estimated as re- 
quired and were provided. Because of this, a provision is included in 
the capital budget ordinance permitting the Director of Finance to make 
adjustments within limitations. He can increase, without action of City 
Council, the appropriation for a project by not more than 10 per cent 
The additional amount is obtained by decreasing one or more appropria- 
tions for similar projects of the same department for which the full 
amount appropriated is not needed at that time. 


Advisory Services 


In preparing the capital program, the Philadelphia City Planning 
Commission seeks the cooperation of those outside of its staff who, be- 
cause of special knowledge or experience, can contribute useful advice. 
Committees called technical advisory committees have been set up to 
advise the Commission on matters concerning transportation, recrea- 
tion, and health facilities, among others. Representatives of City de- 
partments as well as civic, business, and technical groups, and public 
utilities are included in the membership. While these committees 
function throughout the year for the consideration of and recommenda- 
tion concerning planning proposals referred to them, they are asked, 
when the capital program is being prepared, to review and advise on 
projects that are recommended by the departments or are developed by 
the planning commission. 
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Citizen Participation 


The Philadelphia City Planning Commission also seeks the advice of 
neighborhood and city-wide citizen groups. Its staff confers frequently 
with such groups on plans and projects upon which it is working. Some- 
times a representative group is organized to discuss a particular prob- 
lem. When a proposal for an improvement reaches the stage of being 
included in the capital program, it will have had the benefit of discussion 
in a meeting where the need for the project is explained and where ob- 
jections, if any appear, can usually be reconciled. 

One citizen organization should have special mention. This is the 
Citizens’ Council on City Planning which comprises representatives of 
over 150 organizations. It was very active in promoting the establish- 
ment of a City Planning Commission in Philadelphia and has since con- 
tinued in existence to support adequate planning. The council interests 
itself in the capital program, not only in the projects to be included or 
excluded, but in the progress made in carrying out the program. This 
year, it inaugurated a series of sectional Town Meetings at which the 
improvements for each section were described and discussed by its 
members, and by members of the City Planning Commission’s staff 
and the staffs of other departments. 


Cooperation with Operating Departments 


Many of the projects recommended by the departments have a close 
relationship to the Physical Development Plan that the Commission is 
charged with preparing. The Commission can evaluate these projects 
with regard to their need and urgency. In fact, projects which ti: m- 


mission develops in the course of its planning may be included by - e- 
ment in the recommendations of another department. Numerous proj- 
ects, however, are of a highly technical nature and are required for 
the extension or improvement of particular services. With regard to 
these latter projects, the Commission needs, and obtains through con- 
ferences, the advice of the operating departments. 

A tentative program is first prepared by the City Planning Commis- 
sion’s staff, using its best judgment with regard to allocation of the 
funds that will be available. The tentative program is reviewed by the 
Commission. Copies of pertinent sections are sent to each department 
that recommended projects, and the department head is asked to attend, 
with such members of his staff as he wishes to bring, a meeting with 
members of the Commission and its staff. The proposed scheduling of 
projects for each department is reviewed at these meetings and agree- 
ment can usually be reached on the best possible program. 


Capital Program and Budget Prepared 


Further work is done on the program to bring it in line with the de- 
cisions that have been made, and it is reviewed again by the Planning 
Commission. With the program in definite shape, the capital budget, 
which wil! appropriate the city funds required for the first year of the 
program, is drafted. Also, two tables are prepared to show the work 
completed and to report the status of work in progress. These two 
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tables are required to comply with provisions of the City Charter which 
state that this information must be submitted with the capital program. 
In addition, a supplementary text is written and transmitted with the 
capital program to the Mayor and City Council. This text describes the 
projects that are included in the program and explains the need for 
them. 

After a final review by the City Planning Commission, the program 
is typed and processed for transmission to the Mayor. The Mayor has 
30 days before he must submit the recommended capital budget and 
program to City Council at the same time that he submits his recom- 
mended operating budget. 

The Mayor must transmit the capital budget and program to the City 
Council exactly as he receives it. However, he may recommend such 
changes as he considers desirable. This does not mean that the capital 
program encounters at this point for the first time policy determina- 
tions made at the highest level of municipal administration. The City 
Charter provides for direct liason between the Mayor’s cabinet and the 
City Planning Commission. Of the five officials comprising the Mayor’s 
cabinet, three are ex-officio members of the City Planning Commission. 

The City Council has 60 days before it must adopt a capital budget 
and program, and it must adopt them prior to the adoption of an operat- 
ing budget. Under the City Charter, the Council can delete projects 
from the program recommended to it, but cannot otherwise change the 
program without first requesting, through the Mayor, the recommenda- 
tion of the City Planning Commission. The Council is not bound by the 
recommendations of the Commission and can act without them if they 
are not received within 30 days from the date they were requested. 


Final Step 


It is the custom of City Council to hold hearings during its considera- 
tion of the capital program and budget. The department heads are called 
in to justify their projects. The City Council may itself propose 
improvements. Staff members of the City Planning Commission attend 
these hearings to provide such data as the Council may request, to 
answer inquiries, and keep abreast of developments. 

After the capital budget and program have been officially adopted by 
the Council and approved by the Mayor, the City Planning Commission 
prepares a printed document which includes the program and budget, 
compares the progress over the preceding six years with the proposed 
program for the next six years, explains the financing of the improve- 
ments, includes maps showing by symbols the location and type of im- 
provements completed and those proposed, and describes them in some 
detail with the aid of picture illustrations. 


Accomplishments Under Capital Programming 


There has been considerable interest in Philadelphia concerning the 
extent to which the capital program is actually carried out. To a group 
such as this, it will be obvious that many conditions influence the under- 
taking and completion of oublic improvements. Work has been inter- 
rupted by strikes, and slowed down by restrictions imposed by the 
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national defense effort. Also, the City must wait sometimes until the 
State or Federal government undertakes its share of a joint project. 

We have never achieved, in any one year, 100 per cent accomplishment. 
Some classes of improvements may reach almost 100 per cent, but 
others fall behind. During the period 1947-1952, the highest achieve- 
ment, in terms of ratio of funds used for improvements to funds sched- 
uled, was 88 per cent. The lowest was 63 per cent. No doubt, the ideal 
would be exact conformance with the scheduling of public improvements. 
However, if a program consists of needed improvements well within the 
city’s ability to undertake them and still meet emergencies should any 
occur, scheduling somewhat in excess of accomplishment provides flexi- 
bility. If one project cannot be undertaken for some reason, another 
can go ahead. 


Acceptance of Capital Programming 


The programming of public improvements over a six year period and 
the adoption of a capital budget to finance them in the first year has been 
fully accepted in Philadelphia as a necessary function of city govern- 
ment. The program provides a blue-print of public-improvement con- 
struction effectively mapping the orderly undertaking of projects in ac- 
cordance with need and comprehensive planning and within the financial 
ability of the City to do the work. While capital programming has been 
in effect, no instance has occurred of a public improvement being start- 
ed and not completed, or completed and not put in service. Unfortunate- 
ly, several instances of this kind occurred prior to capital program- 
ming. 

We do not feel that our procedures are, by any means, perfect and 
we are continually seeking to improve them. We shall be glad of any 
suggestions that the experience of other cities may indicate. 
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12. TOTAL COST $ 


ACTUAL (_) estmare 


14, BASIS FOR ESTIMATE 


[_) Tentative 

Preliminary Studies . 
4, Controct Pians.... 
Bids 

f, Current Construction 
oO Other 

ADDITION 


15. ESTIMATED []SAVINGS in annual operation & maintenance $ 


16. CITY MAINTENANCE BEGINS: [_] Upon completion of project or 


17. ANNUAL INCOME FROM PROJECT: 


18. APPROPRIATIONS AUTHORIZED 
@, 1952 and Prior Years 
. 1953 (from 1952 Capital Budget) 
¢, 1953 (from 1953 Capital Budget) 
1954 (from 1953 Capitol 
e. 1954 Capital Budget 
f, TOTAL (a. thru e.) 
19. APPROPRIATIONS TO BE AUTHORIZED 
1955 
1956 
1957 
1958 
199 
1960 
TOTAL (a. thru f.) 


Additional to Complete 
20. TOTAL APPROPRIATIONS 
(18f, 199, and 19h) 


* See Instructions Item 18, Line ad 


REPORTING OFFICER 


71-44 (Rev. 2-54) 


$ 


LOAN BUDGET 


(Type Name and Title) 


13, DETAIL OF APPROPRIATIONS 


AUTHORIZED 


TOTAL 
years after compl. 


OTHER THAN CITY FUNDS 


SIGNATURE: 


DATE: 
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TO BE AUTH. CAPITAL PROGRAM AND CAPITAL BUDGET 


» OEP ARTMENT 


2. REPORTING UNIT 


3. APPROPRIATION PURPOSE 


4. PROJECT TITLE 5. PRIORITY NO. 


PROJECT LOC ATION 


7. PROJECT 


STATUS | wew prosect Resuemission: Chenged Unchonged 


8. Estimated tote! construction time: months. 9. Estimated useful life of project 


10. Hove necessary agreements or approvals (other than City) been obtained? [_]yes [_]ne 
If not, give those required: 


11. NEED FOR PROJECT (Give in detail, using FORM 71-44A if necessary, a full description of the project, its 
function, and why it is needed. Summarize urveys, or other dota, 
end show thot the project will meet the need most economically. n the relationships, if ony, of the 
project to other projects.): 


D s.uNOERway (Notice to Proc date) |\c. PERCENT COMPLETE 
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